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rental that the remittance is intended 
to cover, and payment of royalties on 
production shall be made not later 
than the last day of the calendar 
month following the production for 
which such payment is to be made. 

§ 227.16 Crediting advance annual pay-
ments. 

In the event of discovery of minerals 
in paying quantities all advance rents 
and advance royalties shall be allowed 
as credit on stipulated royalties as 
they accrue for the year for which such 
advance payments have been made. No 
refund of any such advance payment 
made under any lease will be allowed in 
the event the royalty on production for 
the year is not sufficient to equal such 
advance payment; nor will any part of 
the moneys so paid be refunded to the 
lessee because of any subsequent sur-
render or cancellation of the lease. 

§ 227.17 Rates of rents and royalties. 
(a) The lessee shall pay, beginning 

with the date of execution of leases by 
the Secretary of the Interior, a rental 
of $1.25 per acre per annum in advance 
during the continuance thereof, to-
gether with a royalty of 121⁄2 percent of 
the value or amount of all oil, gas, and/ 
or natural gasoline, and/or all other 
hydrocarbon substances produced and 
saved from the land leased, save and 
except oil and/or gas used by the lessee 
for development and operation pur-
poses on the lease, which oil or gas 
shall be royalty free. A higher rate of 
royalty may be fixed by the Secretary 
of the Interior or his authorized rep-
resentative, prior to the advertisement 
of land for oil and gas leases. During 
the period of supervision, ‘‘value’’ for 
the purposes of the lease may, in the 
discretion of the Secretary of the Inte-
rior, be calculated on the basis of the 
highest price paid or offered (whether 
calculated on the basis of short or ac-
tual volume) at the time of production 
for the major portion of the oil of the 
same gravity, and gas, and/or natural 
gasoline, and/or all other hydrocarbon 
substances produced and sold from the 
field where the leased lands are situ-
ated, and the actual volume of the 
marketable product less the content of 
foreign substances as determined by 
the supervisor. The actual amount re-

alized by the lessee from the sale of 
said products may, in the discretion of 
the Secretary of the Interior, be 
deemed mere evidence of or conclusive 
evidence of such value. When paid in 
value, such royalties shall be due and 
payable monthly at such time as the 
lease provides; when royalty on oil pro-
duced is paid in kind, such royalty oil 
shall be delivered in tanks provided by 
the lessee on the premises where pro-
duced without cost to the lessor unless 
otherwise agreed to by the parties 
thereto, at such time as may be re-
quired by the lessor. The lessee shall 
not be required to hold such royalty oil 
in storage longer than 30 days after the 
end of the calendar month in which 
said oil is produced. The lessee shall be 
in no manner responsible or held liable 
for loss or destruction of such oil by 
causes beyond his control. 

(b) The proceeds from all leases shall 
be taken up in the accounts of the su-
perintendent for appropriate deposit 
for the benefit of the Indians. 

§ 227.18 Free use of gas by lessor. 
If the leased premises produce gas in 

excess of the lessee’s requirements for 
the development and operation of said 
premises, then the lessor may use suffi-
cient gas, free of charge, for any de-
sired school or other buildings belong-
ing to the tribe, by making his own 
connections to a regulator installed, 
connected to the well and maintained 
by the lessee, and the lessee shall not 
be required to pay royalty on gas so 
used. The use of such gas shall be at 
the lessor’s risk at all times. 

§ 227.19 Division orders. 
(a) Lessees may make arrangements 

with the purchasers of oil for the pay-
ment of the royalties on production to 
the superintendent by such purchasers, 
but such arrangements, if made, shall 
not operate to relieve a lessee from re-
sponsibility should the purchaser fail 
or refuse to pay such royalties when 
due. Where lessees avail themselves of 
this privilege, division orders permit-
ting the pipeline companies or other 
purchasers of the oil to withhold the 
royalty interest shall be executed and 
forwarded to the supervisor for ap-
proval, as pipeline companies are not 
permitted to accept or run oil from 
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